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ABSTRACT 
With increasing number of affluents in the Asian Pacific Region, the provision 
of professional and sophisticated private banking services is becoming more 
important. Hong Kong, having a unique position, has become the private banking 
capital of Asia and on a par with major financial centres in the West. 
In this research project, the focus is on the Hongkong and Shanghai Banking 
Corporation Limited (HSBC). Major players in the private banking sphere in Hong 
Kong were compared and improvements for HSBC were suggested. Results 
indicated that HSBC should sharpen its competitive edge taking advantage of its 
huge customer base in Hong Kong and expand its team to upgrade its Private 
Banking service. 
With regard to the internal problems faced by HSBC's private banking unit in 
Hong Kong (HPB), a proposal for an internal marketing campaign is developed, 
emphasizing a proactive approach to increase communication and understanding 
between the department and the front line staff. In this way, the effectiveness of 
internal referrals can be enhanced. 
Finally, the role and business of the Vancouver Private Banking unit of HSBC 
(VPB) were addressed. Although VPB's operation is still in its development stage, 
it should be able to expand its business through constant information sharing with 
its Hong Kong counterpart, together with the provision of tailor-made services to 
Chinese immigrants, which is the market niche that VPB should focus on. 
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CHAPTER I 
BACKGROUND AND STATEMENT OF THE PROBLEM 
Introduction 
"Wealthy local people are getting wealthier 
and private banks are getting busier.“ 
This is a statement used by Mr Charles de Boissezon, 
Manager of the Private Banking Department of the Hongkong 
and Shanghai Banking Corporation Limited to illustrate 
the situation nowadays, wherein the private banking 
business is becoming the core activity of the big banks 
here in Hong Kong. 
Private bankers are responsible for selling the 
whole range of bank products and services available 
anywhere in the world to High Net Worth Individuals 
(HNWIs)• This is generally known as a "one-stop 
relationship" between the customer and the bank, and has 
the benefit of saving the customer the need to contact 
the different departments within the bank for his 
different banking needs. 
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A private banker prides himself on the highly 
personalized service which he is able to offer to all his 
clients, and his ability to give professional and 
objective advice for the overall planning of an 
individual ‘ s financial affairs. He also must seek to 
build up a close relationship with his clients and 
establish a trustworthy image. Swiss bankers typically 
end up serving their customers generation after 
generation. 
There are different ways of segmenting the affluent 
market. 
Demographic segmentation is used when the private 
banking divisions acknowledge the difference in their 
clients• needs according to their age, sex, business, 
origin or domicile. 
Behavioural segmentation divides affluent 
individuals into groups on the basis of what they do: 
what kind of investments or services they want. Active 
investors look to a private banking service for risk 
management expertise, while passive investors prefer risk 
reduction expertise as it pertains to wealth 
maintenance. As with all segmentation, different 
descriptions can and should frequently be combined: here 
one could use (for example) behavioural segmentation, 
very akin in the above to "need" segmentation, along with 
the clients' income levels (demographics). 
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In Hong Kong, most private bankers‘ approach to 
determining who is a HNWI is simply anyone who will 
satisfy their minimum asset requirement. There are no 
fixed markers. Banks vary in their definitions. Some 
offer private banking to clients with cash assets in 
excess of USD50,000, while others do not look at a client 
with assets less than USD5 million. 
For the Hongkong and Shanghai Banking Corporation 
Limited (HSBC) , a HNWI is defined as an individual with a 
miniitiuin liquid assets of USD2 million, whereas for 
Citibank, Chase Manhattan and Standard Chartered, the 
itiinimuin asset requirement is USDl million. 
Early this year. Chase Manhattan started setting up 
a special unit focusing on investment banking targeted at 
those “super rich" ethnic Chinese businessmen in Hong 
Kong, Taiwan and Indonesia with net wealth of more than 
USD50 million. 
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Development of the Private Banking Business 
War and trade accelerate economic and social change, and 
banking is a financial response to such changes. The success 
of private banking depends on the efforts of every major bank 
in getting the details right, and reacting to real customer 
needs over several centuries. 
The development of the mercantile economy under the 
pressure of inflation, ideological war and rapidly developing 
technology created modern banking between 1550 and 1650 
concerned primarily with trade finance and project finance. 
Trade finance was the financing of luxury goods for the 
wealthy. At that time, the only way to increase wealth apart 
from acquiring land was to satisfy the needs of the rich, 
that is, the ruler and his court. Although land represented 
wealth and power, it was illiquid, and both dowries and 
soldiers required gold. Thus bankers appeared to bridge the 
timing gap. 
The job was done by the Italian banking houses, whereby 
both international and domestic businesses were served. 
Since these Italian merchant and banking houses possessed the 
necessary international trade and foreign exchange skills, 
they dominated the banking industry. 
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In the 16th century, the Dutch Republic was perhaps 
the first modern state. Dutch wealth was based on trade 
and not land. The development of trade and commerce 
established the basic banking needs of the "successful". 
These people required a current account for the 
safekeeping and management of family wealth, mortgages, 
bridging finance, and investment advice. 
Their need to create liquid assets forced the 
development of modern securities markets. This 
represented a technical response to the enlarged 
financial requirements of the emerging nation-states, and 
the Amsterdam Exchange started. Despite the dangers and 
the lack of regulation in the stock markets in their 
early development, they had attracted many investors, and 
they had become international in nature. 
The demand for international securities reflected 
the wealth of the Dutch bourgeoisie, and the Dutch 
economy was the prototype of much seen in today,s world: 
an economy based on trade and manufacturing, social 
standing based on money and ability, and widespread 
dispersion of monetary wealth. Banking skills evolved to 
meet these new needs. 
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Political uncertainties also encouraged the use of 
the banking system for international capital flight and 
diversification of investments. The history of capital 
flight had enriched Genevan banking, as these city-states 
of Geneva and Basel controlled the main river and 
mountain crossings of central Europe, which were not only 
the major trade routes and European crossroads but also a 
major safe haven. 
Politicians recognized the advantages of having some 
of their fortunes in a secret account with an 
international bank. Confidentiality was essential in a 
country like France, as the taking or giving of interest 
was against Church law. 
The French wars of religion in the 16th century led 
to the exile of the Huguenots to Geneva. Such a 
tremendous influx of wealth and human capital helped 
establish Switzerland as the leading centre of the 
banking industry and the refuge of the persecuted rich. 
The result was that Genevan banks competed with the Dutch 
as financiers of Europe. 
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With the inflow of private fortunes escaping the 
French and the associated revolutions, the Genevan 
bankers gradually realized that the management of private 
wealth was a long lasting business. Slowly, clients• 
interests took precedence over other banking business, 
and gradually, the strength of Swiss private banking was 
built. 
By the middle of the 19th century, the Europeans 
were already rich and helped finance America's 
development. As the industrial capacity of the United 
States grew during the late 19th and early 20 th 
centuries, the Americans became rich as well, so that 
servicing the rich has been an important part in United 
States banking from then onwards. 
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Private Banking in Hona Kong 
Private banking in Asia started in the late 1970s 
and early 1980s and has since been one of the 
fastest-growing businesses within the banking sector. 
The growing affluence of Asia and the globalization of 
investment provide very good opportunities for 
individuals to accumulate wealth as well as for bankers 
to service clients. Indeed, the Asian private banking 
market is growing at a rate of 25% annually. 
The growth rate is even higher for Hong Kong. 
According to Mr Charles de Boissezon, head of private 
banking at HSBC, Hong Kong is the private banking capital 
of Asia, and is a world leader, on a par with Zurich, 
Geneva, London and New York. From raid-1990 to the end of 
1991, there has been a 50% growth in this area. 
The geographical location of Hong Kong, plus its 
outstanding telecommunications facilities, comprehensive 
service industries such as legal, accounting, banking, 
real estate, insurance, etc., as well as a competitive 
environment which produces top quality services, give 
Hong Kong a unique position. 
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While more and more local affluents emigrate 
overseas, their money may be left with a private bank in 
the territory or they may choose to use an overseas tax 
haven. Private bankers usually have good relationship 
with immigration consultants and a good knowledge of tax 
planning. Besides, they are capable of providing other 
popular services such as deposit services, investments, 
Swiss banking, etc, tailored to customer needs. 
In Hong Kong, most of the players in private banking 
are very large banks with a global presence. Citibank, 
HSBC, Chase Manhattan Bank and Standard Chartered Bank 
are the major players with a global reach. 
Most of the local banks and Chinese banks however, 
do not have an independent private banking department. 
They seem to be less adventurous and have chosen to stick 
to more traditional bank products. Also, other reasons 
include the failure on the part of management to define 
properly what they mean by private banking and give 
sufficient support. 
The fact that there is a lack of quality private 
bankers in Hong Kong results in private banking units in 
the smaller banks, even if they exist, lacking the 
expertise or ability to identify needs and 
opportunities. This also suggests that the local private 
banking business is still in an infant stage. 
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Scope of this Project 
In this project, I will compare the private banking 
business in different banks here in Hong Kong in terms of 
their estimated portfolios, team size, regional network, 
and the services provided. I hope that through 
comparisons, a clear general picture of the local private 
banking business may be obtained. Also, through 
comparisons I will seek to find out whether there is room 
for improvement and expansion for the Private Banking 
Department of HSBC. 
Another area I would like to look at specifically in 
this project is the internal issues or problems faced by 
the Hong Kong Private Banking Department (HPB) of one of 
the major players, HSBC. Although evidence has shown 
that private banking represents a huge source of 
additional revenue for banks, the private banking 
department may encounter difficult issues which can 
affect the efficiency and effectiveness of its 
operations. 
One major problem will be the channelling of the 
HNWIs into the department, which requires the 
coordination and cooperation of other line managers 
within the bank. Attitudes of different departments 
towards private banking services and the department 
itself, as well as senior management‘s recognition of 
private banking services within the bank, all affect the 
referral behaviour of line managers. 
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Thus it is worthwhile and interesting to take a 
deeper look at the "internal marketing" of private 
banking services to the relevant personnel in the bank so 
as to find ways to improve cooperation and communication 
among different departments in order to achieve a larger 
customer base. 
Finally, I will try to expand the scope of this 
study on private banking to include an overseas 
comparison. Through interviews with executives in the 
Private Banking Department in the overseas branch of HSBC 
in Vancouver (VPB) , Canada, I will try to develop a 
deeper insight on overseas private banking practices, 
customers, and marketing strategies as compared to Hong 
Kong, as well as the role and status of the Private 
Banking Department in an overseas branch in relation to 
its local counterpart. Their internal communication and 




What is Private Banking 
"The delivery of a collection of banking, 
asset management and financial planning services for 
the affluent individuals from a single point of 
contact• Such a service should be provided through 
a highly qualified financial advisers in a discreet 
and confidential manner.“ 
This is the definition of modern private banking 
given by Samantha Laurie in her article "Are You Being 
Served?" in The Banker magazine in 1989 which shows the 
essence of private banking. It highlights the components 
of a competitive edge that private banking should have 
over other providers of financial services, and is viewed 
to be much more concrete than the mere description of a 
"deliberate program to attract and serve the affluent 
individual market" by the American Bankers‘ Association. 
Private bankers have traditionally managed the 
assets of the extremely wealthy. This was very much 
related to the Swiss banking system which stressed the 
importance of stability, security, and quality. Although 
private bankers everywhere uphold confidentiality, for 
the Swiss it is a cultural norm. 
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From time to time, private banking has undergone 
changes. Although the fundamentals of secrecy and 
personalized services remain unchanged, the needs of 
clients have expanded and the private banking market in 
terms of both demand and supply has broadened. 
On the demand side, changes have been driven by 
clients. The Swiss and British banks were primarily 
concerned with managing the money of rich families. The 
growth of a broader society inflated the number of 
individuals seeking banking services, though these all 
came from a few restricted groups. 
Traditionally, the "richs", as possessors of old 
money, are seen as passive and less enterprising than the 
"successfuls", who create fortunes from their own skills 
and efforts. Conservative investment policies were 
needed to maintain the family's living standards and to 
pass adequate wealth to the succeeding generations. They 
simply want an asset manager. 
However, different economic factors such as 
inflation have made the preservation of capital more 
problematic. Today, even the most fearful owners have to 
be more responsive in their investment strategy than a 
generation ago. New private banking units therefore have 
to gear up their operations to attract individuals from 
inheritors of landed wealth, owners of industrial 
fortunes and successful entrepreneurs, to highly paid 
professionals, such as doctors, lawyers and accountants. 
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On the supply side, the market is no longer 
monopolized by the small Swiss and British private 
banks. The American private banking market boomed in the 
1980s, and banks have created separate and distinct 
private banking units to cater to their affluent 
clients. These banks provide a wide range of investment 
services, credit facilities, and fiduciary products apart 
from time deposits to their target clients. 
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Hong Kong Private Banking 
The Switzerland of Asia 
In Asia, private banking has changed greatly in the 
past decade. Booming Asian economies, buoyant property 
and stock markets, as well as the gradual relaxation of 
foreign exchange restrictions in countries such as 
Taiwan, the Philippines, South Korea and Thailand were 
the generators behind the surge in Asian wealth. It is 
believed that the Asian private banking market is growing 
at an annual average of 25%, and now has a total value of 
more than USD300 billion. 
Unlike American and European clients who are more 
concerned with capital preservation, Asian clients 
usually have a greater appetite for risk. Product 
innovation is regarded as a necessity in this market, as 
these people are becoming more sophisticated and 
demanding. 
Asians may not have the access to a wide range of 
professional advisers who have international experience. 
They look to their private bankers to advise not only on 
what assets they should be holding, but also in order to 
provide the most favorable tax treatment and the highest 
level of security. 
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When it comes to private banking. Hong Kong has 
become the "Switzerland of Asia". Having a convenient 
location for access to other Southeast Asian countries, 
and free capital movement and lack of exchange controls, 
Hong Kong has definitely helped itself to emerge as 
Asia's top private banking centre. 
International Monetary Fund (IMF) figures have 
indicated private wealth in tax havens to be 
approximately USD700 billion. In Hong Kong, the market 
size can be conceptualized given total deposits with 
banks and deposit taking companies in March 1991 were 
approximately USD161 billion. This included companies 
but the remaining figure for private wealth must still be 
great. 
Almost all private bankers use Hong Kong as a base 
from which to make forays into Southeast and Northeast 
Asia. Competition, no doubt, is extremely tense. There 
are some thirty banks plus trust companies, insurance 
companies, fund managers, property consultants, 
accountancy and legal firms all providing services for 
wealthy individuals. 
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Of the banks, services offered can be broadly split 
into specialized and niche type or general global. The 
former category comes Canadian banks seeking rich 
emigrants to Canada； Swiss banks trading on the security 
and secrecy of their home country. The latter category, 
on the other hand, offers a complete range of services 
internationally. Examples of this second group include 
HSBC, Standard Chartered and Citibank, and this is also 
the area we will be concentrating on in this project. 
Although different private bankers may put differing 
emphases on products and services, the most popular ones 
consist of personalized banking, securities investments, 
tax and estate planning, Swiss banking, overseas 
investments, commodities, and futures trading. 
Despite the influx of private banking operations 
into the territory, existing players are experiencing 
exponential growth. One factor keeping the market 
prosperous here is the 1997 issue. Political uncertainty 
over the future results in a very high rate of 
emigration. Recent data published by Government sources 
indicated that an average of 66,000 local Chinese 
emigrating annually. This provides a steady flow of 
wealthy individuals who want to set up offshore trusts or 
deposits to reduce their tax liability. 
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It is widely held that the most distinguishing 
feature of any private banking service is the close 
personal contact between the bank and the client. 
Although "private client" business is carried out by many 
types of companies, it is an area which naturally fits 
into a bank•s business. 
Professional private bankers will be able to use 
their global reach to provide an international service to 
clients, and yet ensure that clients• needs are attended 
to on a personalized basis. The importance is "not being 
too big to care whilst being big enough to provide a 
complete range of services and products". 
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Internal Marketing in the Private Banking Unit 
In the article "Internal Marketing - The Missing 
Half of the Marketing Program" written by Nigel Piercy 
and Neil Morgan, there are quoted the words of Tom 
Farmer, founder and chief executive of the UK car exhaust 
and tire company Kwik-Fit pic, who said that there were 
two types of customers, namely, internal customers and 
external customers. 
External customers are the ordinary customers who 
buy the product or service, whereas internal customers 
refer to the employees within an organization who 
contribute their efforts in selling the organization‘s 
product or service. 
The recognition of the importance of the employee in 
marketing, and the direction of effort towards the 
improvement of employee activity in the marketing program 
is termed internal marketing (Tansuhaj, Wong, and 
McCullough 1987)• Through the use of internal marketing, 
it is believed that the quality of service will be 
improved as the staff understand that their work affects 
customer satisfaction and recognize what is expected of 
them. 
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Piercy and Morgan noted that the goals of the 
internal marketing plan include gaining the support of 
key decision makers for the plans of a department or 
function which may require the need to acquire personnel 
and financial resources； changing the attitudes and 
behaviour of employees and managers who are working at 
the key interfaces with customers； and managing 
incremental changes in the culture from "the way we 
always do things" to "the way we need to do things to be 
successful". 
In implementing an internal marketing plan in our 
study concerning HPB, the goals will be interpreted as 
gaining support of the credit managers, branch managers, 
and customer service officers (CSOs), who are our 
internal market targets. The aim is to change the 
attitudes of these groups of people and thereby enlarge 
the customer base. 
Similar to external marketing where we have a basic 
structure consisting of the four Ps of Product, Price, 
Place and Promotion, there are four parts for internal 
marketing as well. 
According to Piercy and Morgan, the "product" of an 
internal marketing program is those values, attitudes and 
behaviours which are needed to make the marketing plan 
work. 
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The "price" element is concerned with what the 
department is asking the internal customers to "pay"• 
This may include the sacrifice of other projects which 
compete with the marketing plan of the department. 
“Communications“ is the form of media used to inform 
and persuade the internal customers. These may be in 
written form such as reports, or face-to-face 
presentations. 
The last element is "distribution" • They are the 
physical and social-technical venues at which the product 
and communications are delivered. Seminars and training 
sessions are two examples. 
In our study, the product will be the desired 
attitudes and behaviours (referral) of the target groups 
towards HPB. This might involve a change in the 
individual manager's role from an independent branch 
entrepreneur to group-based collaborator. The price paid 
by these managers will probably be the branch profit 
(deposit base) from independent selling and the time 
forgone. This may imply that a situation which conflict 
of interest exists. 
Communications will be both in written form 
(acknowledgment of referral) and face-to-face (briefings 
given by account managers to line managers)• Finally, 
distribution is in the form of seminars and meetings. 
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Internal marketing could be implemented on two 
levels: a strategic level and a tactical level 
(Richardson, and Robinson, 1986)• 
The strategic level concerns the creation of an 
internal environment which supports 
customer-consciousness and sales-mindedness among 
personnel. Management support and training policy are 
the major factors. 
At the tactical level, the focus is on personnel 
internal selling in order to sell services and marketing 
efforts to the employees. Employees must understand what 
they are expected to perforin and why. Internal 
communications channels must work effectively in order to 
sell ideas and services effectively. 
All these apply to our study on HPB as we try to 
find out whether the messages conveyed to the target 
groups are effective or not. This helps to make explicit 
the barriers faced by HPB and discover the "internal 
marketing gap" where the account managers fail to promote 
and position their plans and strategies in the internal 
market place made up of the front line staff and the top 
management. This also acts as the first step of the 
internal marketing program. 
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In the article "Lack of Referrals Stunts Private 
Banking • s Growth" Arend mentioned that even as the 
private banking units are making money, they are losing 
by not capturing enough of the affluent market. Lack of 
referrals is hurting the private banking business in the 
United States. 
Arend also mentioned a research study done in the 
United States by Michael Kostoff which showed that banks 
were tapping only 20% of the affluent customer market for 
financial services, and the value of referrals were not 
satisfactory. Kostoff's research identified eight 
universal obstacles to referrals. 
They are time constraint, more important priorities, 
lack of understanding of private banking services and 
products, no real understanding of who the target client 
is, lack of feedback and follow-up by private bankers, 
perception of the referral as the one-way street with no 
payoff for successful achievement, lack of contacts or 
uncertainty over whom to call, and lastly, fear of losing 
profitable customers to another part of the bank. 
In the HPB survey in this project, the above factors 
have been taken into account in testing respondents• 
attitudes towards referrals. Besides, the incentive 
factor will also be included as part of the statements in 
the questionnaire as well as in an open-ended form to 
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In this study,工 have sought to take a deeper look 
into the Private Banking industry in Hong Kong. 
The whole project may be divided into three parts 
with different purposes, namely: the comparisons of 
private banking characteristics of the four major players 
in Hong Kong, the internal issue of private banking in 
HSBC, and finally, the relationship of HPB with its 
overseas counterpart in Vancouver, Canada (VPB)• 
The research will be descriptive in nature, and the 
objectives are: 
i To form a clear general picture of the private 
banking business and its trend of development 
in Hong Kong, through the study of different 
characteristics of the private bankers in Hong 
Kong, specifically the four major players: 
Citibank, HSBC, Chase Manhattan Bank, and 
Standard Chartered Bank. 
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ii To investigate the internal problems faced by 
HPB, e.g., effectiveness of communication 
across the network, referral problems, etc., so 
that solutions can be recommended for 
improvements to be implemented. 
iii To study the communications picture between HPB 
and VPB, so that the characteristics of the 
overseas practices can be seen and the linkage 
and coordination between the two entities 
understood. 
To achieve the above objectives, a number of issues 
will be treated and relationships studied, such as: 
i The number of products and services provided by 
the private bankers under study (HSBC, 
Citibank, Standard Chartered Bank and Chase 
Manhattan Bank) and their market share within 
Hong Kong. 
ii The number of respondents (the Customer Service 
Officers, Branch Managers and Corporate 
Managers of HSBC in HK) exposed to HPB messages 
and the number of referrals. 
iii Knowledge of respondents concerning HPB and the 
number of referrals. 
iv Attitude towards HPB and the number of 
referrals. 
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Data Collection Methods 
In this survey, both secondary and primary data were 
used. For secondary data, the sources were both internal 
and external. Internal data include brochures of the 
four banks under study and the HPB manual, as well as the 
statistical data on the number of referrals by our target 
groups: credit (CBC) managers, retail branch (RBC) 
managers and Customer Services Officers (CSOs) to HPB. 
External data involved relevant journals and newspaper 
articles concerning private banking and internal 
marketing. 
By analyzing the secondary data, we can study the 
notion that RBC/branches with larger deposit size will 
more likely have a higher number of referrals. 
Since attitudes and knowledge of line managers 
concerning HPB are to be obtained, the necessary data 
required cannot be found in secondary sources and 
therefore primary data must be sought. The primary data 
required were obtained by direct questioning of 
respondents via personal interview: ensuring a high 
response rate and clarification of ambiguous questions. 
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The survey method of data collection was chosen 
instead of observation because it has the general 
advantages of versatility, speed and cost. In this 
survey, the attitudes and opinions, awareness and 
knowledge underlying the actions of different target 
groups are ascertained by the survey method. 
In this survey, a questionnaire was developed to 
seek respondents丨 attitudes towards HPB (Appendix I)• It 
is a combination of structured and unstructured methods, 
and consists of four parts: 
i awareness of respondents towards HPB 
ii knowledge of respondents towards HPB 
iii attitude of respondents towards HPB 
iv opinions regarding the present referral 
situation and how to increase the number of 
referrals 
The advantages of a structured questionnaire are 
that it is simple to administer and easy to tabulate and 
analyze. Since respondents丨 attitudes are sought in the 
survey, a number of statements describing HPB are 
generated from a search of literature and discussions 
with knowledgable HPB staff. 
The important point is that the statements should 
reflect the qualities of things about HPB that possibly 
influence a person's attitude toward it. 
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A four-point Likert scale ranging from Strongly 
Disagree to Strongly Agree was developed. The various 
degrees of agreement are assigned scale values from -2 to 
+2. Subjects are asked to indicate their degree of 
agreement or disagreement with each statement by checking 
the appropriate box. This enables the respondents to 
express the intensity of their feelings. 
Apart from measuring the beliefs or the attitudes of 
the respondents towards HPB by applying this four-point 
Likert scale, a seven-point importance scale is also 
developed for respondents to give weights to the 
statements ranging from Not Important to Very Important. 
Having obtained the weight and the belief of each 
attribute, the attitude score of an individual toward HPB 
could then be calculated using the formula: 
n 
^HPB = E ^i^lHPB i=I 
where 
AHPB = the attitude toward HPB 
W^ = weight/importance of the evaluation 
criterion i 
B = belief with respect to utility of HPB to 
Itiirii 
satisfy evaluation criterion i 
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In testing the knowledge of respondents towards HPB 
and their opinions of how to increase incentives of 
referral, a number of open-ended questions are 
developed. By doing so, it is hoped that a still fuller 
picture of respondents• understanding and position about 
HPB may be derived. 
For the last part of my study, an interview with the 
Manager, VPB, an unstructured questionnaire was developed 
(Appendix 11) with an aim to understanding more about the 
relationship between HPB and its counterpart in 
Vancouver. I also studied the characteristics of private 
banking in the Vancouver branch. It is hoped that 
through extensive probing, a deeper understanding of the 
relationship mentioned above may be obtained. 
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Sample Design 
The Hong Kong banks studied were chosen based on 
their leadership roles in the private banking business in 
Hong Kong. They are HSBC, Citibank, Standard Chartered 
Bank, and Chase Manhattan Bank. The portfolio size of 
these four banks are the largest among the banks offering 
a full range of private banking and investment services 
for their customers. 
In generating the sample of target groups for the 
attitudes towards HPB for the second part of the study, 
the population under study are the branch managers, 
credit managers, and Customer Services Officers. The 
sampling frame is the list of the above target groups 
provided by HSBC. 
In HSBC, the branches may be divided into three 
types, namely, large, medium, and small, according to 
their respective deposit size. A total of thirty-four 
branches were selected randomly from each group. Care 
has been taken to ensure that the ratio between the three 
types of branches are roughly the same (12:11:11) • Then, 
either the branch manager or the CSO in the selected 
branch was interviewed. Moreover, a total of twelve 
credit managers were interviewed. 
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In Canada, I visited only the Manager VPB. As the 
head of the private banking department there, she was 
able to give me an overall picture of the private banking 
activities as well as the comments concerning the 
relationship and communications between HPB and VPB, 
which are the topics that I would like to explore in the 
third part of the study. 
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Data Analysis 
Cross tabulations are established to provide 
insights into the nature of the relationships between 
variables under our study such as: 
i how the number of referrals varies from 
subgroup to subgroup 
ii how the number of referrals varies with 
customer deposit size 
iii how the number of referrals varies with 
exposure to message from HPB 
Regression analysis is also used to measure the 
relationship between overall attitude of the respondents 
towards HPB, and the variable of interest, which will be 
the number of referrals in our study. 
In this study, qualitative analysis is also used. 
This involves the interpretation of the replies to the 
open-ended questions in the questionnaire, as well as 
reflections from the interview with Manager VPB. Based 





Private Banking in Hong Kong 
A Comparison 
With the information collected from the various 
sources, I have compiled a table (Appendix III) 
summarizing the similarities and differences among the 
four chosen banks in terms of their total portfolios, 
team size, minimum asset requirements, services offered, 
strengths and weaknesses, and geographical spread. 
Citibank, the indisputable market leader, being the 
first bank to establish a private banking function in 
Hong Kong, enjoys a privileged status stemming from being 
the first entrant. It is also the one with the largest 
sales team and best geographic coverage. The criticism 
is mainly on their product-based rather than 
service-based approach. In other words, it is 
sales-oriented and not market-oriented. 
Chase Manhattan, renowned for its product 
innovation, has built a strong presence in the Southeast 
Asian region. Their major problem appears to be the high 
rate of staff turnover. 
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Standard Chartered seems to be the weakest among the 
four with limited services offered. Its image is further 
damaged by the run in 1991 which all started from the 
forced closure of the Bank of Credit and Commerce 
International Hong Kong and rumours were spread that 
Standard Chartered had become insolvent due to huge write 
off from its business in India. It therefore does not at 
the moment constitute a strong threat to the others. 
For HSBC, we observe that its major advantages are 
its access to the large customer base in Hong Kong 
through its extensive network of branches as well as its 
well-established reputation in the local market, when 
compared with the three competitors. 
On the other hand, its strong positioning in the 
local market as a commercial bank also deters targets 
from considering HSBC as their private banker. It has 
unfortunately been viewed as a retail or trade finance 
bank with a conservative image for over 100 years. 
The lack of a designated team for the regional 
market also hinders its expansion into the huge Southeast 
Asian market. The economic development of the four 
dragons in the past decade and the relaxation of exchange 
control in this part of the World offers enormous 
opportunities for private banking service. HSBC, with 
its strong presence in the region, should be able to 
capitalize on this with an enlarged sales team. 
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In the following section, I will also address some 
internal marketing issues within HPB. The comments from 
some of the staff interviewed also suggest other 
alternatives for the improvement of private banking 
services provided by HSBC. 
39 
Internal MaT-ketina in the Private Banking Qperatiion 
of the Hongkong and Shanghai Banking Corporation Limited 
in Hong Kong rHPB^  
Quantitative Analysis 
As mentioned in the methodology section, we may run 
a number of cross-tabulations from the data obtained in 
the questionnaire in order to study the relationships 
between the variables we are interested in. The 
following tables indicate the results, and they are 
interpreted accordingly. 
Table 1 
Referrals vs Subgroups 
REFERRALS 
SUBGROUPS TOTAL 
LOW MEDIUM HIGH 
CBC 0 (0%) 3 (25%) 9 (75%) 12 (26%) 
RBC 29 (85%) 3 (9%) 2 (6%) 34 (74%) 
In the above table we see that although most of the 
interviews are done at the retail branch level (RBC), 
high referrals skew towards CBC credit managers. The 
average of the referrals among the 46 respondents is 
2.28. We define a "Low" level of referrals as 0 or 1; 
"Medium" as 2 or 3; and "High" as 4 or more. 
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Since credit managers deal with corporate customers, 
there is a higher chance that these customers will also 
be the target internal customers of HPB, whereas at the 
branch level, the customers‘ deposits vary in size, and 
most of the customers served by the branch staff are 
ordinary local citizens who may not have very large 
deposits. Thus the chance for CBC staff to cross-sell 
HPB services will be relatively higher. 
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Table 2 
Referrals vs Exposure to HPB 
EXPOSURE REFERRALS 
(attended TOTAL 
seminars etc.) LOW MEDIUM HIGH 
YES 4 (40%) 0 (0%) 6 (60%) 10 (22%) 
^ 25 (70%) 4 (11%) 7 (19%) 36 (78%) 
This table shows the relationship between referrals 
and exposure to HPB. By exposure we mean that a 
respondent has attended the seminar organized by HPB in 
the 12 months from May 1991 to May 1992, that he or she 
has been visited by a HPB account manager within the 
period, or that a HPB account manager has attended his or 
her respective RBC/CBC meetings within the period. A 
respondent who replied "Yes" to any two of the above 
criteria will be regarded as having been exposed to HPB 
messages. 
The results show that 78% of the respondents have not 
been exposed to any HPB messages within the 12 months 
under study. For those who have exposure, 60% have high 
referrals, but for those respondents without exposure, 
only 19% have high referrals. 
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Table 3 
Referrals vs Respondents‘ Knowledge of HPB Services 
KNOWLEDGE OF REFERRALS 
HPB SERVICES TOTAL 
LOW MEDIUM HIGH 
YES 19 (66%) 3 (10%) 7 (24%) 29 (63%) 
NO 10 (59%) 3 (18%) 4 (23%) 17 (37%) 
Most of the respondents surveyed have the knowledge 
on HPB services (63%)• However, the relationship between 
referrals and knowledge of HPB services is a weak one 
since for the two groups of respondents who have the 
knowledge and who have not, the percentage of the 
referrals are similar. This suggests that the 
respondents equipped with such knowledge will not 
necessary provide more referrals. 
Table 4 
Referrals vs Knowledge on HPB's Role within HSBC 
KNOWLEDGE ON REFERRALS 
HPB'S ROLE TOTAL 
LOW MEDIUM HIGH 
YES 19 (73%) 0 (0%) 7 (27%) 26 (57%) 
NO 10 (50%) 6 (30%) 4 (20%) 20 (43%) 
Although the percent of high referrals for the "Yes" 
group is higher in total, the percent of low referrals is 
higher too. Again, this can be interpreted as a weak 
relationship between HPB knowledge and referrals. 
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Table 5 
Referrals vs Knowledge of HPB's Target Customers 
KNOWLEDGE OF REFERRALS 
HPB's TARGET TOTAL 
CUSTOMERS LOW MEDIUM HIGH 
YES 20 (65%) 4 (12%) 7 (23%) 31 (67%) 
NO 9 (60%) 2 (13%) 4 (27%) 15 (33%) 
Most of the respondents (67%) understand the 
requirements for being a HPB target customer. However, 
for the two groups who know and does not know, the 
proportion of referrals in each level are similar to the 
total. 
Table 6 
Referrals vs Size of Branches 
SIZE OF REFERRALS 
BRANCHES TOTAL 
LOW MEDIUM HIGH 
LARGE 9 (75%) 1 (8%) 2 (17%) 12 (36%) 
MEDIUM 8 (73%) 3 (37%) 0 (0%) 11 (32%) 
SMALL 11 (100%) 0 (0%) 0 (0%) 11 (32%) 
Branches are divided into large, medium, and small 
according to the deposit size, and the number in each 
category are similar. The data indicate that high 
referrals existed only in the large branches. Low 
referrals showed a similar pattern to the total. 
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One point that should be noted is the location of 
the branches. Since some of the branches are located in 
residential estate areas, the staff there will have less 
opportunity to come across affluent clients and the 
customers in those areas may be more conservative for the 
idea of private banking. Therefore, the location of the 
branch may also be said to be a factor. 
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Table 7 
Referrals vs Respondents‘ Attitude towards HPB 
ATTITUDE REFERRALS 
TOWARDS TOTAL 
HPB LOW MEDIUM HIGH 
POSITIVE 18 (75%) 0 (0%) 6 (25%) 24 (52%) 
NEGATIVE 11 (50%) 6 (27%) 5 (23%) 22 (48%) 
The attitude score of each respondent is calculated 
using the formula 
n 
^HPB = ^ ^I^IHPB 
as mentioned in the Methodology section. The simple 
average of the sum of the attitude scores is then 
calculated to act as a benchmark of positive and negative 
attitude, and the result is 32.58 (approximately 33). 
When the score is greater than or equal to 33, it is 
regarded as positive, and if it is less than 33, the 
respondent is said to have a negative attitude towards 
HPB. 
Results indicate that the proportion of respondents 
with positive attitude to that of negative is nearly 1:1, 
but the relationship between referrals and attitude is 
difficult to establish as the percentage of the number of 
low, medium, and high referrals for those who have 
positive attitude are similar to that of the respondents 
with negative attitude. 
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Although the percentage of the number of high 
referrals for the positive group (25%) is higher than 
that of the negative group (23%) , that of medium 
referrals for the negative group (27%) is much higher 
than that of the positive group (0%), and the percentage 
of the number of low referrals of the positive group 
(75%) is higher than that of the negative group (50%). 
In fact, this result can also be obtained by 
applying simple regression, using the data of referrals 
as the dependent variable (Y), and the attitude score of 
each respondent as the independent variable (X)• 
The results are as follows: 
Y = 2.06 + 0.028X 
R2= 0.0107 
The resulting R^  indicates that only 1% of the total 
variance observed in Y can be explained by the variation 
in X. R = 0.1 which means that there is only a weak 
correlation between the two variables. Although the 
coefficient of X is positive which means that with higher 
attitude score, the number of referrals will increase, 
the slope is so flat (0.028) that the score has to 
increase a large extent in order to affect Y. This 
result can also be verified by plotting the data of 
attitude scores against the number of referrals (Appendix 
IV) • No clear trend is observed in the graph. 
47 
Table 8 
Referrals vs Receiving Referral Report or Not 
RECEIVE REFERRALS 
REFERRAL TOTAL 
REPORT LOW MEDIUM HIGH 
YES 6 (37%) 3 (19%) 7 (44%) 16 (35%) 
NO 23 (77%) 3 (10%) 4 (13%) 30 (65%) 
From the table above we can observe that most of the 
respondents have not received the referral report for 
their district (65%)• Among those who have come across 
the report, referrals are higher than those who have not 
seen it before. Of those who have received the report, 
high referrals accounted for 44% while within the "No" 
group, the proportion of high referrals accounted for 13% 
only. Also, low referrals are much less in the "Yes" 
group than its counterpart. 
The fact is also supported by the responses to 
Question 33 as the respondents who have seen the report 
viewed it as a standard for referrals. The report 
indicates whether the referral is successful, reflects 
staff performance to RBC and in turn acts as a means of 
recognition. Respondents also noted that the report can 
give them the idea of where a branch stands within a 
district and help them to update the progress of branch 
referrals. 
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However, some respondents felt that improvements 
could be made such that more information concerning the 
profitability forecast of referrals as well as the 
services provided for referrals could be included. 
Others regarded the present format as adequate already 
and they suggest any further information concerning the 
referrals be given to them by the HPB account managers in 
a confidential manner. 
Since results from the table indicates that the 
report can act as a guide to referral behaviour, and that 
most of the respondents, in particular the CSOs, have not 
received the referral report, it is therefore important 
for the branch managers to distribute the report to their 
front line staff in order to increase their awareness 
towards HPB referrals. 
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Table 9 
Knowledge of whom to contact in HPB by Subgroups 
SUBGROUPS CAN NAME CANNOT NAME TOTAL 
A HPB CONTACT A HPB CONTACT 
BRANCH MANAGERS 10 (56%) 8 (44%) 18 (100%) 
CREDIT MANAGERS 11 (92%) 1 (8%) 12 (100%) 
CSOs 3 (19%) 13 (81%) 16 (100%) 
To analyze Question 35 in the questionnaire 
concerning whether the respondents know about whom to 
contact in HPB for referrals and enquiries, the above 
table has been generated. Results show that most of the 
credit managers can give names of HPB account managers 
(92%) . However, in the case of CSOs, the situation is 
reversed. Only 19% of the CSOs were able to name the 
account managers. This suggests that staff with a higher 
position or rank will know more about others within the 
bank who have a similar ranking with him. Moreover, it 
is obvious that those with similar ranking will have a 
better chance to meet each other. 
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Table 10 
Knowledge of whom to contact in HPB by Branch Size 
BRANCH SIZE CAN NAME CANNOT NAME TOTAL 
A HPB CONTACT A HPB CONTACT 
LARGE 5 (42%) 7 (58%) 12 (100%) 
MEDIUM 4 (36%) 7 (64%) 11 (100%) 
SMALL 4 (36%) 7 (64%) 11 (100%) 
The above table shows that although less than half 
of the respondents could name the HPB account managers in 
any of the three segments of branches, large branches 
still get the highest number of respondents who could 
give the names. Thus this table can be used to confirm 
the results obtained previously in Table 6 that only 
large branches result in high referrals. As more 
customers are referred by large branches, the staff there 
will have more contact with HPB account managers and thus 
the names of the account managers will be more familiar 
to large branch staff than with the other two types of 
branches. 
Judging merely from the quantitative results 
generated above, it seems that attitude may not be an 
important factor affecting referrals to HPB. 
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Qualitative Analysis 
Reasons for Low/Hiah Referrals 
Let us now turn to the qualitative responses in 
order to find out more about the reasons contributing to 
low/high referral rates. We analyze the responses to 
Question 36, which asks respondents to give reasons for 
high/low referral rates in their branches/CBCs. 
The responses can be grouped into the following 
major factors: 
Reasons for low referrals: 
i net worth of most customers below HPB 
requirement 
ii focus on selling retail products so as to meet 
targets set by senior management 
iii older customers are too conservative to accept 
the idea of private banking 
iv fear that the deposits will leave the branch 
once referred to HPB 
V customers get used to existing branch services 
and branch managers perceived that the branch 
products are already sufficient for most 
customers 
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Reasons for high referrals: 
i customers prefer to handle their money by 
themselves 
ii high referrals due to well established 
relationships with CBCs and ideal customer 
profile 
Among the factors mentioned above, most respondents 
felt that the major reason for low referrals was that the 
customer base of their branches/CBC could not meet the 
requirements of HPB, i.e. they are not the targets of 
HPB. 
Another important factor is that most staff at the 
branch level are preoccupied with the selling of retail 
products in order to meet the targets set to them by the 
senior staff. Also the nature of the customer is another 
reason. Some respondents noticed that customers, 
although eligible for HPB services, are too conservative 
to accept the idea of private banking and prefer to have 
simple branch services or handle their financial affairs 
by themselves instead of looking for a private banker. 
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Customers丨 Feedback on HPB Services 
Question 38 asks respondents about customers• 
feedback on HPB services. Among the 46 questionnaires 
administered, only 18 of them indicated that their 
customers have discussed the matter with them, while the 
remaining respondents either have not referred any 
customers to HPB or did not receive any feedback from 
their referrals. 
Among those who have received customers feedback, 
most of them said that their customers were satisfied 
with the performance of their portfolios in general, they 
showed confidence in HPB, and appreciated the fact that 
HSBC had provided them with such personal banking 
service. However, there are a number of specific 
comments raised by them concerning HPB: 
i charges are relatively high when compared with 
the American banks 
ii HPB's requirement is too high 
iii deposit rates and exchange rates quoted by HPB 
are not competitive when compared with Japanese 
banks 
iv financial advice given by HPB account managers 
are not objective and thorough enough 
V other banks can follow their customers more 
closely and give them a sense of importance 
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vi the range of private banking services are 
lacking in comparison with the American banks 
vii the scope of HPB is restricted to middleman 
service only, and the account managers have 
limited authority and are not flexible enough 
in answering customers• requests on lending 
matters 
viii HPB account managers are always busy and 
engaged, so that customers find it difficult to 
contact them 
Competitiveness of HPB in the local market 
When respondents are asked to name the major players 
in private banking in Hong Kong in Question 8, the number 
of appearances of HPB was the second highest behind that 
of Citibank, followed by Standard Chartered and Chase. 
Responses to Question 9 regarding the ranking of HPB 
against its competitors in Hong Kong are that 26% of the 
respondents ranked HPB as top (1-2), while 50% ranked it 
as 3-5, and 11%, 6-9. 13% of the respondents said that 
they have no idea regarding HPB's position in the 
market. Therefore HPB is viewed favourably as one of the 
major market competitors within the local market by most 
of the front line staff of HSBC. 
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Ways to Increase HPB Referrals 
In Question 39, respondents are asked what could be 
done in order to encourage more RBC/CBC referrals to HPB, 
and the results can be combined into a number of factors: 
i Communication 
3 0 of the 46 respondents (65%) interviewed 
felt that the number of seminars concerning HPB 
services and the department itself were 
inadequate. They think that a better 
understanding of HPB's target, its products, 
charges, as well as HPB's strengths against its 
competitors are prerequisites for the front 
line staff to introduce customers to HPB. The 
respondents would appreciate a closer 
relationship with HPB staff so that updated 
information concerning HPB could be given to 
branches and CBCs quickly. 
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Besides, some respondents think that 
pamphlets or name cards showing HPB hotlines 
could be distributed to branches to facilitate 
branch managers and CSOs to cross-sell HPB 
services. These are the methods used by other 
subsidiaries of the Bank such as Carlingford 
and Wardley to proinoto their respective 
services and proved to be quite successful 
since the customers have some handy information 
to increase their awareness and interest in the 
product before any actual contact with HPB 
account managers. 
A general comment on the CSO briefings was 
that the participants would prefer the HPB 
account managers to deliver personal briefings 
instead of showing them video tapes, as this 
would represent a sign of respect between the 
staff. This may also improve the result of 
table 9. 
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More feedback by HPB account managers to 
the referring manager would be welcomed. Some 
CBC managers would like the account managers of 
HPB to inform them the services provided to the 
customers, including reports showing the 
portfolio return so that they can sell the 
strength of HPB to new customers. Also, the 
CBC managers would like the HPB staff to give 
reasons for unsuccessful referrals so that they 
can have a better guideline as to who should be 
referred to HPB. 
ii Incentives 
a) Referrals to be reflected in Management 
Information reports (IMIS) 
Although most of the 
respondents agreed that rebates reflected 
through Management Information reports 
were important, some branch managers 
indicated that such rebates may not be 
able to compensate the loss due to the 
pulling out of deposits. Such deposits 
are viewed as the bread and butter of the 
branches which the branch managers will be 
unwilling to let go unless the customer 
insisted on leaving HSBC in order to get 
better banking services from other banks. 
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b) Inclusion of referrals in Goals and 
Measures (GAMS) 
Respondents in general agreed that 
such inclusion might be useful to increase 
referrals but this also might not be 
welcomed in the sense that HPB is forcing 
the branches to cross-sell its products. 
They have a lot of targets to meet and 
they have already had difficulty coping 
with them. Moreover, certain branches 
such as those located in housing estates 
may have difficulty in achieving the 
targets due to the nature of the customers 
in those areas. 
c) Recognition in the form of incentive 
campaigns 
Some branch managers suggested that 
since referrals had no direct relationship 
with branch performance, certain incentive 
campaigns similar to that of the Super 
Achievement retail marketing program could 
be held so as to encourage more referrals 
by means of giving recognition to the 
front line staff. 
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d) Two-way referrals 
Some respondents suggested that 
two-way referrals could be developed if 
possible so that if HPB customers required 
certain branch facilities, HPB would refer 
them to the branch at their convenience. 
This form of mutual benefit will likely be 
the incentive for the branches to refer. 
iii Keeping deposits at the referring branch 
Since losing deposits, even to other 
entities within the Group, is one of the major 
concerns of the branch managers, they agree in 
general that keeping deposits within the 
referring branch may help. However, some of 
them realized that even if some deposits are 
retained at the branch, the bulk will be moved 
out to other parts of the bank such as 
Wardley. With this in mind, some branch 
managers said that referring will be their last 
resort, i.e., only when the customer indicates 
that he or she will leave the bank in search of 
better personal banking services. 
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iv Lower HPB requirement 
Some respondents, especially the CSOs, 
felt that the minimum requirement of USD2 
million is a bit high as they seldom have the 
chance to meet such wealthy people. Some of 
their customers even comment that HPB are 
interested only in those extremely wealthy 
customers, and those with USD2 million are just 
regarded as small potatoes, so that they lacked 
the sense of importance which should be 
provided by HPB. 
V Increase the flexibility of HPB 
Some CBC managers felt that the lending 
authorities of HPB account managers are too 
limited so that the efficiency of service 
provision will be affected. They think that 
if the account managers have the flexibility in 
making decisions, a more direct service could 
be given to customers, and thus business will 
be increased. 
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vi HPB promotion 
Internal marketing efforts should be 
enhanced to increase awareness of the front 
line staff towards HPB. Besides, respondents 
suggested that HPB should attract more 
customers through television advertisements or 
direct mail methods. 
vii Sub-office in branch 
Some branch managers suggested that HPB 
could locate liaison staff or platform selling 
staff in branches on a rotational basis so as 
to increase the awareness and knowledge of 
branches and customers towards HPB services. 
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HSBC Private Banking 
in the HonqkonaBank of Canada in Vancouver (VPB) 
In the last part of the study, I attempt to expand 
the scope of study overseas to include HSBC»s private 
banking arm in Vancouver. Mrs. Betty Funston, Manager 
VPB, was interviewed in August 1992. According to her, 
VPB was established in 1986. Its target customers are 
mainly immigrants of ethnic Chinese origin. 
The purpose of VPB is in fact the same as HPB -- to 
provide one-stop banking services to HNWIs. 
Cross-referral is a very important source of customer 
base in VPB. According to Funston, only 5% of the 
clients were walk-ins whereas most of the new customers 
were referrals from existing accounts, especially the 
corporate customers. 
The miniiaum asset requirement for an individual to 
be considered as HNWI in VPB is CAD250,000. However, for 
clients referred by HPB, they are more flexible and will 
usually be willing to start with around CAD100,000. 
The rationale given by Funston was that referrals 
were usually new immigrants from Hong Kong and they 
usually had the bulk of their assets left in Hong Kong 
which had not yet been transferred to Canada. Thus, they 
regard this as the initial start up position and intend 
to increase the investment portfolio by successfully 
demonstrating their superior service to the customers. 
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In terms of products and services provided, VPB 
mainly concentrates on selling retail banking services to 
its target customers, namely, different kinds of 
deposits, credit cards, safe deposit facilities and 
remittances• Although they have recently introduced a 
service for the purchase and sale of Hong Kong stocks, 
this, together with other private banking services such 
as investment and real estate mortgages, are only 
provided on a relatively small scale basis. 
It is interesting, however, to note that they do not 
even provide the services for the trading of fixed 
interest income instruments such as bonds and government 
treasury bills to their clients. At present there is no 
special product packaged particularly for VPB's target 
customers. 
Funston also acknowledged the keen competition of 
private banking in Canada. The major competitors are the 
Royal Bank of Canada and Canadian Imperial Bank of 
Commerce. Here, these local banks are in exactly the 
same position as what HSBC is enjoying in Hong Kong as 
the leading bank and with an established network. 
She commented that these two competitors were very 
aggressive in terms of acquiring new accounts as well as 
product innovation. They were well established in the 
local environment and had a large customer base already. 
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As for VPB, owing to its late establishment (1986), 
it has remained low profile, and much improvement and 
expansion is necessary in order to capture more 
business. They will also rely on referrals from Hong 
Kong. At present VPB manages about 200 accounts with a 
total portfolio size of slightly more than CAD200 
million. 
There are three account managers working together 
with Funston to handle all the 200 accounts. They report 
to the Vancouver Main Office for the daily operations 
while functionally to the Group Private Banking at 
Geneva. 
Funston said that Customer Service Officers might be 
introduced later on to deal with deposit renewals and 
withdrawals. The account managers would then be released 
to serve clients on other more sophisticated products. 
In this way, we can see that VPB's operations seem to be 
in the early development stage when compared to that of 
HPB. 
In terms of communications with HPB, the use of fax 
messages is the major medium, which mainly deals with 
referrals. Funston felt that the relationship between 
VPB and HPB was good at present, but a closer contact 
should be maintained and improvement could be made. 
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When asked about the suggestion to improve 
communications with HPB, Funston said that she would like 
to see more visits by HPB account managers to VPB. 
Normally, she visits HPB once a year. 
Funston also suggested that HPB could send them 
constantly updated information about the services and 
products provided by HPB, especially those that could be 
useful and welcomed by immigrants from Hong Kong, so that 
VPB could tailor their services to the needs of such 
targets. Feedback from HPB concerning the referral 
accounts is also very important in order to upgrade VPB 
services and customer satisfaction. 
Between the two entities, it is observed that HPB is 
well established and provides a full range of private 
banking services to its customers. The size of the 
customers is also different as HPB is serving clients 
with an average portfolio of USDS million while VPB's 
average is below USDl million. 
Although Funston dated the establishment of the 
department back in 1986, at that time it was in fact a 
small unit set up to provide an extension of the private 
banking service for the Hong Kong clients who had started 
to emigrate to Canada. Funston herself only joined VPB 
for six months after a series of reorganizations of the 
Canadian operation. 
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Communications between the two units (VPB and HPB) 
are less than adequate. While Funston is looking for 
more referrals from HPB, she has in fact noted that some 
of the HPB account managers are introducing customers 
directly to the branches, bypassing her department. 
Funston insisted that it would be for the benefit of the 
customers if they were introduced to her as, in VPB, they 
could offer a more comprehensive range of service than 
the branches in the suburbs. 
The fact that she has been with HongkongBank of 
Canada for only six months may explain some of the 
problems, as the HPB account managers may tend to refer 
only to someone known to them, possibly some previous 
colleague who emigrated to Vancouver from Hong Kong. 
Funston was therefore known to be organizing a trip to 
Hong Kong both to familiarize herself with other Group 
entities and make herself known to her counterparts at 
the other side of the Pacific. 
Besides VPB, HSBC has also established a private 
banking unit in Toronto and between the two offices they 
handle all the HNWI business of the two coasts within 
Canada. In the US, they have another private banking 
unit in New York. However, it seems that there is little 
communications between the three offices as Funston has 
been unable to give any details of the operations of her 
counterparts• 
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Being a Hong Kong born Chinese with a western 
education, Funston should be in a better position to deal 
with Chinese immigrants as she can speak their language 
(Cantonese) and understand the needs of immigrants more. 
This also reflects the policy of HSBC to offer better 
customer service to a certain extent. 
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CHAPTER V 
CONCLUSIONS AND RECOMMENDATIONS 
Private Banking 
in the Hongkong and Shanghai Banking Corporation Limited 
in Hong Kong in the Future 
Sharpen its Competitive Edge 
HSBC will have to address its image problem. Some 
advertising promotion will be required. The fact that de 
Boissezon, Manager HPB, has been appearing regularly in 
the Sunday Post to address some private banking issues is 
very useful. HSBC can also consider expanding its wholly 
owned subsidiary Wardley Ltd which is established more 
towards a private banking function. Together, the group 
would have the largest sales team and portfolio in Hong 
Kong. 
Thus HSBC should try to strengthen its competitive 
advantages and make up for its weaknesses. 
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This could be achieved through the expansion of 
HPB Is team size so as to provide better service to its 
clients and as a plan for future expansion. It should 
introduce measures to increase referrals from its large 
branch network, create more innovative products to 
attract potential customers, and more importantly, to 
speed up its response to customers‘ demands through the 
delegation of authority/credit decision power to the 
account managers. Incidentally, these are the most 
important factors that contribute to the success of 
HSBC*s major competitors. 
With globalization as an inevitable trend, HSBC 
Holdings pic's acquisition of Midland Bank in England 
would offer new opportunities for the whole Bank group to 
expand its private banking business. This serves to be a 
major step for the HSBC to increase its global presence 
and hence its prestige status among its customers as well 
as the whole banking world. 
In his press release outlining the advantages to be 
obtained out of the merger with Midland, Group Chairman 
Sir William Purves has particularly pinpointed private 
banking services as one of the major areas that will 
benefit from the integration of business. We have also 
noted the recent appointment of a Group General Manager 
to take care of the private banking operations within the 
bank group, and this would certainly seem to presage more 
integration of service. 
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Internal Marketing Efforts 
A Proactive Approach 
Looking at the results obtained from the empirical 
data, we could draw a number of conclusions with respect 
to the objectives and the relationships that we have set 
at the beginning of the second section. 
Regarding the effectiveness of HPB communication 
across the network, results indicated that most of the 
respondents (78%) have not been exposed to HPB messages 
within the 12 months under study. From the open-ended 
responses concerning the ways to increase referrals as 
well as the reasons for low referral rates, most agreed 
that there was a lack of communication on HPB services, 
targets, performance as well as feedback on referrals 
from HPB. 
Respondents felt that it was important to have an 
understanding about HPB before introducing it to their 
customers. Thus it is necessary for HPB to increase the 
number of seminars, visits, so that clear messages 
concerning HPB function and services are disseminated 
before the effectiveness of such messages can be 
measured. The task of HPB then, is to let the front line 
staff think about the department by reminding them 
regularly. 
71 
One objective of the research was to seek opinions 
of respondents regarding the ways to increase incentives 
to refer customers. A number of suggestions have been 
made. Improvement in communication, receiving more 
incentives by means of Management Information reports, 
inclusion of referrals in GAMs, recognition campaigns, 
two-way referrals between HPB and branches, keeping 
deposits, lower HPB requirement to attract more 
customers, increase HPB flexibility, increase HPB 
promotion within the bank as well as to the public are 
the methods suggested. 
The issue that exposure will lead to more referrals 
is supported by the data. However, merely more knowledge 
on HPB does not result in more referrals since the data 
showed that the relationship between referrals and 
knowledge of HPB services, target customers and HPB's 
role respectively, are weak. 
Instead, referrals are related to the nature of 
customer served by the branches or CBCs, fear of deposit 
departure from the branches, whether there is a genuine 
need of the customer to acquire HPB services, and the 
focus of the branches in selling its products. Market 
segmentation is required as HPB should try to identify 
and concentrate on those branches which are more likely 
to have affluent customers in need of private banking 
services and encourage branch referrals by keeping 
deposits in the referring branches if possible. 
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In studying respondents• attitude towards HPB, 
results showed that there was an even split in the number 
of respondents between positive and negative attitudes. 
On the other hand, the hypothesis that positive attitude 
will lead to higher referrals is not supported by 
empirical data. There is only a weak correlation between 
the two variables. 
A positive relationship between deposit size and the 
number of referrals is supported by the data. The data 
indicated that high referrals existed only in the large 
branches while for the small branches, most of them have 
few or no referrals. In view of this finding, HPB 
account managers should focus more on the large branches 
having a relatively large deposit size within a district 
in order to concentrate their effort and time in areas 
with better possible return. By doing so, the efficiency 
of the account managers‘ effort would also be enhanced. 
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The data also indicated that referrals are higher if 
the respondent has received the referral report. This 
means that the report serves as a guide to the referral 
behaviour of branch managers, credit managers and CSOs. 
However, since only 35% of the respondents have a chance 
to look at the report, and that most of the CSOs have not 
seen it before, it is recommended that all the front line 
staff should have a chance to look at the report, so that 
they may have a better understanding of where their own 
branch positions within their district and at the same 
time get some sort of recognition if they have referred 
customers to HPB. 
Moreover, HPB should adopt a more proactive approach 
to increase the awareness of the front line staff towards 
HPB services. Regular meetings and visits are important 
as these can increase the communication between the front 
line staff and HPB, hence maintain a closer relationship 
which will facilitate referrals. 
While refusing referrals may endanger and cut off 
HPB 丨 s source of customer supply, HPB should give 
explanations to the referring parties in order to create 
a more specific image of a HPB target among them so as to 
facilitate successful referrals in the future. For 
successful referrals, HPB could spend more time following 
up with the referring parties to give them a sense of 
reward or appreciation. 
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The responses also revealed the importance of mutual 
benefit that HPB should try to establish with the 
branches in order to encourage more referrals. 
Since conflict of interest is perceived by the 
branches, HPB should try not to move deposits out of the 
referring branches. Moving one step further, HPB should 
constantly try to refer customers back to the branches. 
This can be done by placing the deposits of new customers 
who have not maintained an account within the Bank in 
those branches which have the most number of referrals. 
Alternatively, HPB should establish a communication 
exercise, keeping track of the new moneys flowing in 
since the referral, analyzing customers‘ portfolios by 
referral branches and advising them regularly of the 
increase in the customers‘ assets vested within the Bank, 
the additional services offered to the customers and if 
possible the customers‘ profitability reports. By doing 
so, HPB can demonstrate to the branches the 
successfulness of two-way referrals which will, in turn, 
encourage future referrals. 
The major recommendations have been combined as the 
proposed internal marketing campaign and presented in 
table form in Appendix V. 
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Globalization through Communications 
Compared with the operations of HPB, VPB is in the 
initial development stage. Since most of VPB's business 
comes from referrals from HPB as well as its existing 
accounts who are mainly immigrants from Hong Kong, there 
is certainly room for the development of new services 
tailored to this major market segment instead of 
concentrating on traditional retail banking services, in 
which VPB is currently practising. 
Constant client/service information update as well 
as feedback from HPB concerning clients‘ needs are 
imperative for VPB‘s success. Besides, the account 
managers should dedicate more time in establishing a 
closer relationship with their clients, exploring new 
demands and hence satisfy them through the introduction 
of new products. 
With an increasing number of immigrants going to 
Canada, definitely the demand for more professional and 
sophisticated private banking services in which these 
wealthy individuals have been enjoying in Hong Kong, will 
grow as well. HSBC, having established its name in the 
banking industry in Hong Kong, should capitalize on this 
advantage by focusing on this niche while they move to 
Vancouver. It should advocate this as an extension of 
their private banking service from Hong Kong to Canada, 
and maybe to any part of the world. 
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Again, success depends very much on knowledge 
sharing between VPB and its Hong Kong counterpart. with 
the expansion of products and interaction with HPB, the 
client base of VPB will likely be enlarged. 
The name of HSBC and the "Hong Kong Connection" so 
derived an important tool versus VPB's competitors. This 
is certainly the competitive advantage for VPB to gain 
more attention from its potential target customers. 
Last but not least, communications between all 
private banking units in Canada and the US should 
increase as well so that improvement in operational 
efficiency and service provision can be enhanced through 
the sharing of ideas and information. This is in fact a 
very important step towards globalization, which 
according to the managers in both HPB and VPB, is the 




HSBC BRANCH MANAGERS 
AND 
CUSTOMER SERVICE OFFICERS 
IN 
HONG KONG 
QUESTIONNAIRE FOR ATTITUDE TOWARD HPB 
The aim of this survey is to obtain opinions of credit managers, branch managers and 
CSOs concerning the services of HPB. Please note that the information you provide 
will be treated confidentially, and your name will not be used. 
CBC/RBC/Branch: 
SECTION I 
For questions 1 - 4 , please indicate your response by replying Yes or No. 
1. Have you met any HPB Account Managers? Yes — No — 
2. Have you attended any of the seminar(s) organized by HPB in the past 12 
months? Yes — No — 
3. Has any HPB Account Manager visited your branch/department in the past 12 
months? Yes — No 一 
4. Have any HPB Account Managers attended your RBC/CBC meetings in the 
past 12 months? Yes — No 一 
SECTION II 
In the following section, I will record your response. Please answer them briefly. 
5. What do you consider to be HPB's main services? 
6. What do you consider to be HPB's role and objectives within HSBC? 
7. Who do you think are the target customers of HPB? 
8. Who do you think are the major players in private banking in Hong Kong? 
9. How do you rank HPB against its competitors in Hong Kong in terms of 
professionalism and service? 
Top 1 to 2 — 3 to 5 _ 6 to 10 _ Over 10 _ 
SECTION III 
In this section, I will read a number of statements concerning HPB, please indicate the 
extent to which you agree or disagree by choosing the appropriate blank in the scale 
which I am going to show you now. 
(SD: Strongly Disagree D: Disagree A: Agree SA: Strongly Agree) 
SD D A SA 
10. Senior management has made it clear that it is the 
Bank's policy to further establish private banking 
service. 
11. Briefings by HPB Account Managers are adequate. 
12. Referrals to HPB should be included in 1993 GAMS 
in order to increase the referral rate. 
13. Customers' comments on HPB services in general 
are positive. 
14. Keeping deposits at the referring branch will 
increase referral. 
SD D A SA 
15. There is not enough feedback given to the referring 
manager concerning the outcome of the referral. 
16. Notional profit rebates reflected through IMIS would 
act as positive encouragement for more referrals. 
17. Relationships between line managers and HPB 
Account Managers are friendly. 
18. Time constraints are major reasons for low referral 
rates. 
SECTION IV 
Now I am going to read another set of statements about the importance of different 
factors in affecting your referral behaviour. Please indicate your opinion by choosing 
the appropriate blank in this scale. 
NOT IMPORTANT VERY IMPORTANT 
NI VI 
19. Understanding of who the target customer of MPB is. .—.—•—.—.一.—.—. 
20. Understanding of HPB services and products. .—•—•—•—.—•—.—• 
21. Senior management support by making it clear that 
it is the Bank's policy to further establish private 
banking services. .—•—•—•—.—.一•—• 
22. Briefings by MPB Account Managers. •—•—.—•—•—.—•—• 
23. Inclusion of HI)B referral in 1993 GAMS. .一 
24. Priority of cross-selling of MPB services. . — . 一 . — . — . 一 . 一 ^ 
NI VI 
25. Customers' comments on HPB services. 
* * * * » • • * 
26. Keeping deposits at the referring branch. .—.—.一.—. 
27. Amount of feedback given to the referring manager 
concerning the outcome of the referral. .一 .一 • — .一 . — . — . 
28. Notional profit rebates to be reflected through IMIS..—.—.一 .—.—.—.—. 
29. Relationships between line managers and HPB 
Account Managers. .一.—.—.—•—.一.—. 
30. Competitiveness of HPB services. .—._.—.—.—.__.—. 
31. Time constraints. .—•_.—.一.—•—.—. 
32. Clarity of HPB's role and objectives. .—.—.—.—.—.—.一. 
SECTION V 
For this last section, I will ask you a few questions on referrals, again I will record 
your answers in this section, please give brief answers to them. 
33. Have you ever received the quarterly referral report 
for your RBC/CBC? Yes _ No _ 
If yes, do you find it useful in guiding your referral 
behaviour and in what way(s)? 
34. How would you estimate the number of HPB referrals 
from your RBC/branch in the past 12 months? 
referrals. (RBC/branch) 
35. Do you know whom to contact in HPB for referrals or 
enquiries on private banking services? Yes — No 
If yes, who do you contact? 
36. Do you consider the referral rate of your district/branch 
high or low? High 一 L o w 一 
If high, why? 
If low, why? 
37. How do you rank the priority of cross-selling HPB services? 
1 - 3 — 4 - 6 — 7 - 9 — over 10 _ 
38. What type of feedback on HPB are you getting from customers? 




INTERVIEW GUIDE FOR 
HSBC PRIVATE BANKING MANAGER 
IN 
VANCOUVER 
QUESTIONS DIRECTED TO MANAGER VPB, HSBC: 
1. Who are your target customers (profile, place of domicile)? 
2. What kinds of products/services are provided by your department? 
3. Is/are there any special product(s) designed particularly for your target 
customers which are different from those offered in Hong Kong? 
4. How would you describe the competition in the private banking business in 
Canada? 
5. How large is your estimated portfolio? 
6. How much is your asset requirement? 
7. How is the network of your private banking business distributed? 
8. How large is your team size? 
9. Through what means does your office communicate with HPB and other 
private banking units? 
10. How often do you communicate with HPB staff and other private banking 
units? 
11. How would you describe the relationship between HPB and your private 
banking department? 
12. What is the main purpose of VPB? Is it different from that of HPB? 
13. Is cross-referral an important part of customer base here? 
14. Do your Account Managers visit HPB regularly? 
15. What is/are the major difference(s) between HPB and your department? 
16. Is there any problem in communicating with HPB? 
17. What will you suggest in order to improve the communication with HPB and 
other private banking units? 
79 
APPENDIX III 
COMPARISON AMONG THE FOUR MAJOR PLAYERS 
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PROPOSED INTERNAL MARKETING PLAN 
PROPOSED INTERNAL MARKETING CAMPAIGN 
ACTIVITY TARGET SUGGESTION 
Follow-ups CBC BM Both successful and unsuccess-
cso ful referrals. 
Advise referring branches on 
increases in customer asset. 
Two-way Referral CBC RBC Refer customers‘ corporate 
needs to CBC. 
Place deposits of new clients 
in branches with the most 
referrals. 
Publicize the results 
Deposits RBC Retain deposits within the 
referring branch. 
Market Segmentation RBC Identify branches with more 
potential to refer and 
set up a monthly call plan. 
Recognition Campaign CBC RBC Similar to Super Achievement. 
Goals and Measures CBC RBC Consider branch size and 
location when identifying 
target referrals. 
Integrated Management CBC RBC Should reflect PB referrals of 
Information System the branch when measuring 
performance. 
Visits CBC BM Quarterly, informal, focus on 
CSO CBCs and large branches with 
bigger deposit base. 
Referral Report CBC BM Quarterly basis, for all front 
CSO line staff. 
Seminars/Briefings CBC BM Semiannually, in person, 
CSO define services, target, role. 
Customer Contact HPB Increase the number of Account 
Managers or Officers and main-
tain sufficient contact to 
give any customer a sense of 
importance. 
Charges Compare the discretionary 
portfolio management charges 
with major competitors and 
make adjustment to become more 
competitive if necessary. 
BM 一 Branch Managers 
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